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Accounting Officer's Report 


The accounting officer submits her report for the year ended 30 June 2017. 


1. Subsequent events 


The accounting officer is not aware of any matter or circumstance arising since the end of the financial year 

2 . 


The Accounting Officer's details during the year and to the date of this report are as follows; 


Name 

Mrs. T.C. Ndlela 


Nationality Changes 

South African 15 October 2015 
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Statement of Financial Position as at 30 June 2017 

Figures in Rand -- 

Assets 

Current Assets 

Operating lease asset 

Receivables from exchange transactions 

VAT receivable 

Consumer debtors 

Cash and cash equivalents 


Non-Current Assets 
Investment property 
Property, plant and equipment 
Intangible assets 


Total Assets 


Liabilities 

Current Liabilities 
Operating lease liability 
Payables from exchange transactions 
VAT Payable 

Unspent conditional grants and receipts 
Provisions 


Non-Current Liabilities 
Provisions 

Total Liabilities 


Net Assets 


Accumulated surplus 


Note(s) 2017 


88,400 

1,205,242 

11,357,358 

52.815.823 

65 . 466.823 


2016 

Restated* 


72,875 

190,116 

88,671 

8,059,093 

37,260,379 

45 , 671,134 


5,251,600 5,251,600 

113,477,946 106,760,009 

803,902 698,252 


119 , 533,448 112 , 709,861 


185 , 000,271 158 , 380,995 


6,944,820 

633,397 

5.435,395 

2,130,223 

15 , 143,835 


4,153 

6,209,480 

4,266,061 

3,170,598 

1,928,331 

15 , 580,623 


3.118.348 2,816,008 


18 , 262,183 18 , 396,631 


166 , 738,088 139 , 984,364 

166,738,088 139,984,364 
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Statement of F inancial Performance 

Figures in Rand 



Revenue 


Revenue from exchange transactions 

Service charges 
Commissions received 
Other income 

Interest received - investment 

Total revenue from exchange transaction s 

Revenue from non-exchange transactions 
Property rates 

Transfer revenue 


466,332 

15,565 12,714 

609,855 591,207 

5,690,548 3,948,435 

6 , 782,300 4 , 552,356 


17 


11,961,448 11,281,258 



Expenditure 
Employee Related Cost 
Remuneration of councillors 
Contributions to Long Service Awards 
Depreciation and amortisation 
Impairment loss/ Reversal of impairments 
Debt Impairment 
Repairs and maintenance 
Grants and subsidies Expenditure 
General Expenses 

Total expenditure 


19 

20 
21 


22 

39 


(23,995,272) 

(4,797,931) 

(423,492) 

(6,755,751) 

(512,262) 

(2,168,761) 

(2,985,953) 

(3,353,574) 

(18,231,611) 


(21,594,770) 

(4,619,711) 

(621,493) 

(5,600,187) 

(719,376) 

(1,374,015) 

(860,218) 

(3,531,255) 

(19,475,412) 





Mkhambathini Municipality 

(Registration number KZN 226) 

Annual Financial Statements for the year ended 30 June 2017 

Statement of Changes in Net Assets 
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Cash Flow Statement 


Figures in Rand 

Note(s) 

2017 

2016 

Restated* 

Cash flows from operating activities 




Receipts 

Taxation 

Sale of goods and services 

Grants 

Interest Received 


88,671 

17,173,028 

68,767,485 

3,004,349 

1,954,580 

17,164,443 

72,159,339 

1,875,411 



89,033,533 

93,153,773 

Payments 

Employee costs 

Remuneration of Councillors 

Cash Paid to Suppliers 


(23,995,272) 

(4,797,931) 

(29,079,537) 

(21,594,770) 

(4,619,711) 

(24,869,697) 



(57,872,740) 

(51,084,178) 

Net cash flows from operating activities 

27 

31,160,793 

42,069,595 

Cash flows from investing activities 




Purchase of property, plant and equipment 

Proceeds from sale of property, plant and equipment 

Purchase of other intangible assets 

4 

4 

5 

(15,330,877) 

(274,472) 

(18,771,865) 

36,991 

(687,932) 

Net cash flows from investing activities 


(15,605,349) 

(19,422,806) 

Net increase/(decrease) in cash and cash equivalents 

Cash and cash equivalents at the beginning of the year 


15,555,444 

37,260,379 

22,646,789 

14,613,590 

Cash and cash equivalents at the end of the year 

10 

52,815,823 

37,260,379 
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gtatament of Co mparison of Budget a nd Actual Amounts 

Budget on Accrual 



Statement of Financial Performance 
Revenue 

Revenue from 
exchange 
transactions 
Service charges 
Other income 
Interest Received - 
Investment 
Interest received - 
Debtors 


Taxation revenue 

Property rates 

Transfer revenue 

Government grants & 
subsidies 

Fines, Penalties and 
Forfeits 

Licenses and permits 

Total revenue from 
non-exchange 
transactions 


Expenditure 

Employee related cost 
Remuneration of 
councillors 
Contribution to Long 
Service Awards 
Depreciation and 
amortisation 
Debt Impairment 
Repairs and 
Maintenance 
Bank Charges 
Transfers recognised 
operational 
General Exp enses 
Total expenditure 


500,000 

803,393 

1,650,000 


817,255 


500,000 

803,393 

2,467,255 


466,332 

625,420 

3,004,349 


(33,668) 

(177,973) 

537,094 



12,662,927 

80,151,000 

70,051 

3,922,956 


12,662,927 11,961,448 (701,479) 


1,585,679 


468,227 


81,736,679 

70,051 

4,391,183 


66,502,689 (15,233,990) 

37,520 (32,531) 


(e) 

<0 


4,694,374 


303,191 



83,196,031 (15,664,809) 

89,978,331 (13,829,196)" 


(27,055,615) 

(5,088,000) 

(318,000) 

(4,800,000) 

(700,000) 

(6,350,000) 

(184,286) 

(14,342,000) 


(27,055,615) (23,995,272) 

(5,088,000) (4,797,931) 


(1,200,000) 


(318,000) 

( 6 , 000 , 000 ) 

(700,000) 

(6,350,000) 

(184,286) 

(14,342,000) 


(423,492) 

(7,268,013) 

(2,168,761) 

(2,985,953) 


3,060,343 

290,069 

(105,492) 

(1,268,013) 

(1,468,761) 

3,364,047 

184,286 

10,988,426 


(g) 

(h) 

(i) 

(i) 

(k) 

(L) 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual ---- 

Basis 

Figures in Rand 

Approved 

budget 

Adjustments 

Final Budget Actual amounts 
on comparable 
basis 

Difference Reference 

between final 
budget and 
actual 

Operating surplus 
before capital 
expenditure 

- 

- 

- 


- 

Transfer recognised - 
Capital 

15,626,000 

(1,700,000) 

13,926,000 

12,485,803 

(1,440,197) o 

Surplus or (Deficit) for 
the year after capital 
expenditure 

15,626,000 

(1,700,000) 

13,926,000 

12,485,803 

(1,440,197) 

Surplus or (Deficit) for 
the year after capital 
expenditure 

35,056,813 

(1,614,518) 

33,442,295 

39,402,731 

5,960,436 

Surplus or (Deficit) for 
the year after capital 
expenditure 

35,056,813 

(1,614,518) 

33,442,295 

39,402,731 

5,960,436 


Explanations 


(a) License and permits - Variable depending on the number of license applications 

(b) Commissions received - Variable depending on the number of staff whose payment are made across to third parties 

(c) Other income — Mainly due leases and building plan fees 


SttS lncreased due to tnd8 ^ fcr ^' P-W"* >° 

SipteS^lT The am0U " lS “* jally bllted ” ere lower ll ’ an bud 3 et * d ' This was due to the Implementation of the 


more 


(f) Government grants and subsidies - This refers to rollover for MIG, Electrification and Library grants. 

(g) Employee related costs - Vacancies exists with the staff complement which includes section 57 employees 


(h) Remuneration of Councillors - This was slightly over budgeted for. 

SSSJSS l0nS ""** - ™* ““ I"*™* variable tomenrilrig on to. 


(j) Depreciation - Increase due additions to property plant and equipment and impairment of assets during this period 

(k) impairment - Increase is due to the arrears in older debt and non - payment 


ESSIE SSS^ra^'r ,nd malntenan ” ™ ° Ut Tte rfTecbnloel Semtoee 

Hbrary a grant. d SUbSldy ex P endlture “ Electrification was not folly spent, small amounts were unspent on MIG, Electrification and 


(n) General expenditure - Underspending is due to implementation of National Treasury’s circular on cost containment. 


(o) Capital Expenditure - It is spent in accordance with Capital Budget. 
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Accounting Policies 


1. Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act 56 of 2003). 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied in the preparation of these annual 
financial statements, are disclosed below. 

1.1 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates 
which may be material to the annual financial statements. Estimates were used on the following elements: Property, plant and 
equipment, Post employment benefits, defined contribution plans, employee benefits, provisions and contigencies and 
intangible assets 

1.2 Investment property 

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation 
or both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initially recognised at cost Transaction costs are included in the initial measurementThe Subsequent 
measurement of investment properties is carried at cost ( Cost Model), 

Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of 
acquisition. 

Cost model 

Investment property is carried at cost less accumulated depreciation and any accumulated impairment losses. 

Item Useful life 

Property - land indefinite 

Property - buildings 20 years 

Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and no 
future economic benefits or service potential are expected from its disposal. 

Gains or losses arising from the retirement or disposal of investment property is the difference between the net disposal 
proceeds and the carrying amount of the asset and is recognised in surplus or deficit in the period of retirement or disposal. 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit 
when the compensation becomes receivable. 

Property interests held under operating leases are classified and accounted for as investment property in the following 
circumstances: 
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Accounting Policies 


1.2 Investment property (continued) 

When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from 
property held for sale in the ordinary course of operations, including the nature or type of properties classified as held for 
strategic purposes, are as follows: 

The municipality separately discloses expenditure to repair and maintain investment property in the notes to the annual 
financial statements (see note). 

The municipality discloses relevant information relating to assets under construction or development, in the notes to the annual 
financial statements (see note). 
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Accounting Policies 


1.3 Property, plant and equipment 


Property, plant and equipment is initially measured at costPropertv Plant 
depreciation and impairment losses ( Cost Model) 


and Equipment is carried at cost less accumulated 


lorat^on an^cond'ition operatS inthTmannerT^' S°fh attributab,e to bri "9 the asset to the 

rebates are deducted in arriving at the cost. P 9 e manner intended by management Trade discounts and 

Where err asset is ocquired through a non-exchange transaction, its cast is its fair value as at hate of acquisition. 

Si ^ —t or momaaq, aesete.ora 

acquiraOhero.sfeirJ.as^^^^^ 

separate Items (majorOTmponenta) Spr^r^Srt’SiJ?i^S5t ,nent dlffe,en1 “ 8e, “ l 

Property .plant and equipment are depreciated on the straight line basis over their useful lives to their estimates. 

The useful lives of items of property, plant and equipment have been assessed as follows: 

Item 

Buildings 

• Animal pound and Parkhomes 
Plant and machinery 

Brush cutters and Lawn Mowers 
Tractors 

Guardrians and Boreholes 
Furniture and fixtures 
Chairs and Sofas 
Bookshelves and Cabinet 
Desks and Tables 
Motor vehicles 

• Motot Vehicles 
Office equipment 

Printers 
Cameras 
Video Cameras 
IT equipment 
Laptop 
Desktop 

Central Processing unit 
Infrastructure 

Roads and Paving 
Stormwater 
Community 

Building (Halls change rooms .Taxi rank building and toilets) 

Grand stand and Paved Area 

Sportfield .combination court .fences .Water tanks 
Other 

Tools and equipment 
Plant and Equipment 
Office Equipment 
Security Measures 

• Walls 

• Gates and Fencing 

The depreciable amount of an asset is allocated on a systematic basis over its useful life. 


Depreciation method Average useful life 

Straight line 

30 

Straight line 

3-15 

Straight line 

10-25 

Straight line 

15 

Straight line 

5-20 

Straight line 

7-20 

Straight line 

7-20 

Straight line 

7-20 

Straight line 

3-9 

Straight line 

3-9 

Straight line 

3-9 

Straight line 

3-8 

Straight line 

3-8 

Straight line 

3-8 

Straight line 

10-30 

Straight line 

20-25 

Straight line 

30 

Straight line 

20-30 

Straight line 

10-18 

Straight line 

3-9 

Straight line 

2-25 

Straight line 

3-9 

Straight line 

30 

Straight line 

10 
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Accounting Policies 


1 -3 Property, plant and equipment (continued) 

depreciated f ^epar^e°y. Pr ° Perty ^ eqU ' Pment With 3 0081 that is significant in relation to total cost of the item is 

anothe^asset' 0 " Char9 ® f ° r ^ 18 recognised in sur P |us ° r deficit unless it is included in the carrying amount of 

SSli^SSsSSSSSSSas. 

» Wi. and maintain praparty. plan, and efluipman, in the notea to the 
rela “ n3 to ““ ' , " der “ n!,r “ i ° n “ r development, in «te notes to the 

equipment not measured in accordance with the requirements of the Standard of GRAP on Property plant arid equipment. 

1.4 Intangible assets 

An asset is identifiable if it either: 

• is separable, i e. is capable of being separated or divided from an entity and sold transferred licensed rented nr 

wt^tSdi 2X EX2&Z3T' 

• attr^* 089 “ 

ta 2EC an *' ra "9 em8 "l Hat oonfers similar Hgh* and obligata, on tha parties to i, as „ I, «ste in 

An intangible asset is recognised when: 

Sowrthe b munSpaSty, X anf d fU * Ure eC ° n ° mlG bene " te ° f S6FVice P ° tential that are ^butable to the asset will 

• the cost or fair value of the asset can be measured reliably. 
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Annual Financial Statements for the year ended 30 June 2017 

Accounting Policies 


1.4 Intangible assets (continued) 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Useful life 

Computer software, other 3-5 years 

The municipality discloses relevant information relating to assets under construction or development in the notes to the 
financial statements (see note). 

1.5 Financial instruments 

Initial recognition and measurements 

Financial instruments are recognised initially when the Municipality becomes a party to the contractual provisions of the 
instrument 

The municipality classifies financial instruments,or their component parts ,on initial recognition as a financial assets.a financial 
liability or an equity instrument in accordance with the substance of the contractual arrangement. 

Financial instruments are measured initially at fair value except for equity investments for which a fail value is not determinable 
,which are measured at cost and are classified as available - for - sale financial assests. 

For financial instruments which are not fair value through surplus or deficit .transaction costs are included in the initial 
measurement of the instrument. 

Receivables from exchange transaction. 

Trade recievables are measured at initial recognition at fair value.. 

Trade and other receivables are classified as recievables. 

An estimate is made for doubtful receivables based on a review of all outstanding amounts at year end. Bad Debts are written 
off during the year In which they are identified. Amounts that are receivable within 12 months from the reporting date are 
classified as current. 

Payables from exchange transactions 

Trade payables are initialjy measured at fair value ,and are subsequently measured at amortised cost,using the effective 
interest rate method liabilities are generally settled within the period of 30 days, accordingly, any impairment if any are 
considered to be immaterial. 

Cash and cash equivalent 

Cash includes cash on hand and cash with banks. Cash equivalents are short - term highly liquid investments that are held with 
registered banking institutions with martuarities of three months or less and are subject to an insignificant risk of chanae in 
Value. 9 


1-6 Tax 

Income tax expense 

No provision has been made for Income tax as the municipality is exempt from taxation in terms of section 10 (1) (A) of the 
Income Tax Act. 

VALUE ADDED TAX ( VAT): 

The municipality accounts for VAT on the cash / payments basis.VAT output is paid over to SARS once the cash is recieved 
from the customer and VAT input is claimed when suppliers are paid. 
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Annual Financial Statements for the year ended 30 June 2017 

Accounting Policies 


1.7 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Operating leases are those leases that are not finance leases.Operating lease rentals are expensed on the straight line basis. 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. 
The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis. 
Income for leases is disclosed under revenue in statement of financial performance. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

1.8 Impairment of cash-generating assets 

Cash-generating assets are assets managed with the objective of generating a commercial return. An asset generates a 
commercial return when it is deployed in a manner consistent with that adopted by a profit-oriented entity. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depredation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use. 
Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow: 
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1.8 Impairment of cash-generating assets (continued) 

Identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also test a cash-generating intangible asset with 
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an intangible 
asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the end 
of the current reporting period. 

Value in use 

Value in use of a cash-generating asset is tne present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived 
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to 
those future cash flows. 

Basis for estimates of future cash flows 

In measuring value in use the municipality: 

• base cash flow projections on reasonable and supportable assumptions that represent management's best estimate 
of the range of economic conditions that will exist over the remaining useful life of the asset. Greater weight is given 
to external evidence; 

• base cash flow projections on the most recent approved financial budgets/forecasts, but excludes any estimated 
future cash inflows or outflows expected to arise from future restructuring's or from improving or enhancing the 
asset's performance. Projections based on these budgets/fbrecasts covers a maximum period of five years, unless a 
longer period can be justified; and 

• estimate cash flow projections beyond the period covered by the most recent budgets/forecasts by extrapolating the 
projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, unless an 
increasing rate can be justified. This growth rate does not exceed the long-term average growth rate for the 
products, industries, or country or countries in which the entity operates, or for the market in which the asset is used, 
unless a higher rate can be justified. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 
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1.8 Impairment of cash-generating assets (continued) 

Reversal of impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity 
estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating assets revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing servioe 
potential to a cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 
the lower of: 

• its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to 
the other assets of the unit. 

Redesignation 

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset 
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate. 

1.9 Impairment of non-cash-generating assets 

Cash-generating assets are assets managed with the objective of generating a commercial return. An asset generates a 
commercial return when it is deployed in a manner consistent with that adopted by a profit-oriented entity. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset's future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 
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1.9 Impairment of non-cash-generating assets (continued) 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value In use. 
Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset 

Irrespective of whether there is any indication of impairment, the entity also test a non-cash-generating intangible asset with an 
indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable service amount This impairment test is performed at the same time every year. If an 
intangible asset was initially recognised during the current reporting period, that intangible asset was tested for impairment 
before the end of the current reporting period. 

Value in use 

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service potential. 

The present value of the remaining service potential of a non-cash-generating assets is determined using the following 
approach: 

Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset’s gross service potential. This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services 
the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for 
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an 
optimised basis thus reflects the service potential required of the asset. 
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1.9 Impairment of non-cash-generating assets (continued) 

Recognition and measurement 

Ls^red^ amount, the carrying amount of the 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 

adjusted in future^per?^"^^)^^ 1 n^n-cas^ge^ charge for the non-cash-generating asset is 

on a systematic basis over its remaining useful life 9 9 * d carrying amount - less lts residual value (if any), 

Reversal of an impairment loss 

indi^ion that an impairment loss recognised in prior 

municipality estimates the recoverable" V SUCh exis4s ' 4he 

estimates used to determEh^asse^ if | bere has bee n a change in the 

carrying amount of the asset is increased to its recoverah 1 * th xJ 4 impairfinent loss was recognised. The 
The increased carrying amount of an asset attributable to a reversal ^? 0L,n .' ^ he mcr ®ase is a reversal of an impairment loss, 
amount that would have °l an 4 lmp ^ rment loss does not exceed the carrying 

asset in prior periods ( " et ° f de P reciatlon or amortisation) had no impairment loss been recognised for the 

reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase. 

is adjusted in future periodsto^ltocate^ charge for the non-cash-generating asset 

on a systematic basis over its remaining useful life ^ 9 4 d carr y |n 9 amount, less its residual value (if any), 

Redesignation 

1.10 Employee benefits 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees. 

?f q G U ^ , 'S a <- -"I * the Stondaid 

employee benefits under a defined benefit olan and are no ilwf^ ° f l he P 0 '"* can be used °"ly to pay or fend 
and cannot be paid to the reporting entity, unless either W ^ reporting entlt y 5 own creditors (even in liquidation) 

X P K te o^ reP '“* n, “ n *" “«•»’-«'« --todtor ft. pofcy to meat ell the related employee benefit 

• the proceeds am returned to the nepofflns entity to reimburse it for employe benefits steady paid. 

Termination benefits are employee benefits payable as a result of either: 

• an empToyee’s decisfelff^ date; or 
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1.10 Employee benefits (continued) 

Vested employee benefits are employee benefits that are not conditional on future employment. 

those responsibilities. * 8 Va d ex P ectatl0n on the part of those other parties that it will discharge 

Post-employment benefits: Defined contribution plans 

entity (a fund) and will haw r^eg^c^ to rayforthe? afrtf ^ contnbutions into a separate 

assets to pay all employee benefits relating to employee service in the currenTaX^r^eriod® d ° 6S n °* h °' d SUfficient 

a defined contribution plan in^xchan^foMhafsenr^^""^ 8 reportin9 penod ' the entit y recognise the contribution payable to 

exceeds tte MnWbution^ue'forservice'before th^rMortin^date^an ^t^’ lfthe contribution a| ready paid 
(prepaid expense) to the extent that thToreoavmenlK entlt y rec °9mse that excess as an asset 

cash refund; and prepayment will lead to, for example, a reduction in future payments or a 

as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 

of money. The currency and term of the finaS iS^S ^ T he rate used to discount reflects the time value 

currency and estimated term of the obligation. * rted to reflect the time value of money is consistent with the 

Contributions to Natal joint Fund ( NJF) and are made as follows ■ 

• Provident 1 - 21 Members - 5 % council 9 % 

Provident 2-7 Members - 7 % council 18 04 % 

• Provident 3 - 4 Members - 9.25 % Council 13.65% 

• Retirement 2 Members - 7 % Council - 13.65 % 

• Superannuation 45 Members - 9.25 % Council - 25 % 

1.11 Provisions and contingencies 

Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event- 

-S™ °' re “ UrCe! emb0dyin9 e " nomte " “*• potential win ba required to 

• a reliable estimate can be made of the obligation. 

no longer probable thatan SowSSu^ bes ? estimate - Provisions are reversed if it is 

obligation. sources emDoaymg economic benefits or service potential will be required, to settle the 

commitmente'jtTs^ns^ and/or where a fee is charged on loan 

Where a fee is charged and the municipalitycoS reqUired t0 settle theob,i 9 ation at porting date, 

recognises the obligation at the higher ?f C ° nSlderS that an outflow of economic resources is probable, an municipality 

the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets; 
wifo^he Standard amortisation recognised in accordance 
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1-12 Commitments 


Items are classified as commitments when 
outflow of cash. 


an entity has committed itself to future transactions that will normally result in the 


Disclosures are required in respect of unrecognised contractual commitments. 

statements, if both tt^Ho^ U ^n^ 8 aremrt: t0 aCh ' eve a fe,r P resentation should be disclosed in a note to the financial 

build^ngmainten^n^se^e^Capital at Sl t gnifican ! cost (for sample, contracts for computer or 

liability but are included iX disc£tZest in th ® sta * ement Uncial Position as a 

• Contracts should relate to something and contracted commitments 

»SS'S. eC,S “**•» "■*«"anaal Z Z LTsS^'n ^'**’* 

1.13 Revenue Recognition 

Revenue la "copnisuq e, cost and no Merest „ recpgniseC as , result of „„ 8me va|ue ^ 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 

1.14 Revenue from non-exchange transactions 

without directly giving approximate^ equal value hr exchsn!»™evel^ ftcmnon'^''rl recie )' 6a f6va nue from another entity 

1.15 Comparative information 

amounts are redassSedTh'rnaE amended,prior period comparative 

nature and the reason for the reclassification is disclosed. ^ 1 P P d com P arat,ve amounts are reclassified.The 

1.16 Unauthorised expenditure 

Unauthorised expenditure means: 

• overspending of a vote or a main division within a vote; and 

the purpose of the i^'dMsi 0 R lth ^ PUip ° Se 0f a vote or ’ In the case of a main division, not in accordance with 

tornmeMhaithe'^ f»°" se ' n the statementof financial performance in 

whem I, I, subsequently accounife^ ->»» - 

1.17 Fruitless and wasteful expenditure 

R-ui^expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 


performance in the yeLltart thT^enE^^ in the statement of financial 

expense, and where recovered, it is subsequently accounted for as"revenue in ° f the 
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1.18 Irregular expenditure 


» u. ouitganons embodi 
1 , n D .. . liabll,( y is recognised. 

1-20 Presentation of budget information 

accordance with tile legally adoS b , u J™ c " > a"t 1 , rshallPravw..infomialion „ „„ ^ 

JSSE-^-— caioaaiaando^^ . 

—.—,rr::irr~' 

The annual financial statem t PP ° V6d bud0lets under its control 
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2. New standards and interpretations 


2.1 


Standards and interpretations effective and adopted in the current year 


the municipality^ Polished and are mandatory for 


Standard/ Interpretation: 


' 5^ 31 (as amended 2016): Intangible Assets 

GRAP 1: Presentation of financial statements 

* GRAP 2: Cash Flow Ftatemets 

* GRAP 20: Related parties 

• GRAP 26 (as amended 2016): Impairment of cash¬ 
generating assets 

• GRAP 3: Accounting Policies, Change in Estimate and 


GRAP 21 (as amended 2016): Impairment of non-cash¬ 
generating assets 

18 < as amended 2016): Segment Reporting 
GRAP 17 (as amended 2016): Property, Plant and 
Equipment 


• GRAP 16 (as amended 2016): Investment Property 

* GRAP 106 (as amended 2016): Transfers of functions 
between entities not under common control 


Effective date: as 
ammended in 2016 

01 April 2016 
01 April 2016 
01 April 2016 
01 April 2016 
01 April 2016 

01 April 2016 

01 April 2016 

01 April 2016 
01 April 2016 

01 April 2016 
01 April 2016 


Expected impact- 

immediate 

Immediate 

Immediate 

Immediate 

Immediate 

Immediate 

Immediate 

Immediate 

Immediate 

Immediate 

Immediate 
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3. Investment property 


SSL *S2L 


Investment property 


Valuation depreciation 
and 

accumulated 
_ impairment 

5,251,600 ! 


and 

accumulated 

impairment 


5,251.600 5,251,600 


Reconciliation of investment property - 2017 


5,251,600 


Investment property 

Reconciliation of investment property - 2016 


Opening Total 

balance 

5,251,600 5,251,600 


Investment property 


Opening 

balance 

5,251,600 


5,251,600 


4. Property, plant and equipment 


Buildings 

Capital Work in Progress 
Furniture and fixtures 
Infrastructure 
Community Assets 

Total 


Cost / 
Valuation 


12,799,352 

12,874,378 

7,877,254 

51,046,421 

63,098,041 

147,695,446 


Accumulated Carrying value Cost / 
depreciation Valuation 

and 

accumulated 

impairment 

(3,466,242) 9,333,110 12,228,780 

12,874,378 16,846,416 

(3,810,406) 4,066,848 7,382,697 

(12,114,505) 38,931,916 42,735,836 

(14,826,347) 48,271,694 54,914,07 6 

(34,217,500) 113,477,946 134,107,805 


Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 


(2,657,560) 


9,571,220 
16,846,416 
(3,347,726) 4,034,971 

(9,368,245) 33,367,591 

(11,974,265) 42,939,811 

"(27,347,796) 106,760,009 



Mkhambathini Municipality 

(Registration number KZN 226) 

Annual Financial Statements for the year ended 30 June 2017 

Notes to the Annual Financial Statements 

Figures in Rand 


cm 





O OO CO © M 1 

CD 




O CO *— -r- 'r- 

O) 



iv ^ 03 





CM'f-lvoi^- 

O 



t- CO CO 03 CD 

a> 




CM ’M - 0> ID CD 


3 


CO 'M'" CD" 'T-" 

IV 


3 


t-" CO" TT iv O) 

©" 


CO |V (D CO |v 

N 



|V Mt co CD CO 
ID CD O CO 03 

CO 

o 


CO CO O O) CM 

tf 


o 


Iv 

H 


O) CM" TT CO" CO" 

CO 


H 


o> cd" ■m - " co" cm" 

ID 



'1- CO XT 





CO -M- 

o 




*” 








x .^-'x 

__. 








1 03 1 1 CD 

ID 




’ ^ 1 1 ID 

CD 




CO 




00 o 

iv 

£ 


|V 1- 

00 


0 


tT CD 

CO 

o 


w" n-" 

cm" 


E 0 


o" oo" 

6 > 

m 


ID 00 



u 0) 


CO OO 


£ 


s 

CM^ 


•— A 


CM 

N 

'C 

5 





0 — 
a 

E 


V_K 




__ _ ^ 









CD 1 CO 1 TT 

CO 


c 


ID 1 03 CO O 

|v 



iv r*. 

CD 


o 


0) MON 

03 

0) 


O TT |V 

CM 


s 


CO CO M r- 

00 

c 

to 

|v" 'T-' co" 

CM 


rt 


nT tF co" co" 

00 

C 

to 

ID w ID 



"#* 


CD r OOO 

ID 

(B 

_o 


U> 


V 

e 

a 


CO Nr CO 

ID 

a. 






v cm 

u£ 

E 





0 









a 




c 


CD '0)000 

w 



£ 

> in' 1 to oo 

i 

o 


CO 0(00 

*■ 



1 CD 03 CD 


w 


CD CO CM CO 

o" CD co" 

ID 03 MT 03 

o 

N 


. » 
0 SL 

c 

0 

CM ID CD 

00" O" |V 




00 


£ □> 

£ 

|v CD 03 


£ 


co co r- iv 

w ~CM" cm" 

iO 

CD 


£ E 

°s 

0 

> 

*- 'i- 03 

CM" iv 


& 






O 

CM 


0 

O 





0 

E 










^^ 




CM oo 1 ID r- 

1 




1 1 CO ' 1 

CO 

£ 


r- co oor- 



£ T> 


CM 

CM 


in CM ID t- 




CD 

CD 

£ 


o" cm" o" v-" 



£ 2 


oo‘ 

oo" 

0> 


iv id 'i- r- 



0 - 


03 

o> 

c 

« 


ID CO CO O) 

IV oo" oo" 



C ® 

£ 0 




H 




















J 1 03 1 1 

0> 




1 N- 00 1 1 

ID 

f0 


CD 

CD 




CD iv 

ID 



IV 

|v 


w 

c 


CM ID 

00 

to 


o" 

© 


o 


id" cd" 


o 

a. 


|v 

CM 

IV 

W 


4-f 


SS 

Iv 

|V 

to 





o 


|V T~ 

oo" 

D 





< 


r— 




* 0)00 1 1 





ID ID ID 00 00 




Mr CM 





r N O) M O 


tn 

c 


03 o 

CO 


g> 0 


CD oo 00_ CM 

o 

o 


id" 

o' 


c U 


oo" 03" T—" o" 

ID 



co o> 

CO 


c E 


CO 00 M- N- CO 

|v 



CO O 

M 7 

<o 

ID 


0 J5 
a. a 


03 4- CM CO N- 
03" CM" CO" OO" O" 


< 


T— 



O 


CM CM CO 

03 



001-1-1- 

o> 








Cn|^NO)t- 

o 






D> 

<D 

CM NT 05 ID 00 

o 






C 

U 

<o Mt f"- 03~ 
iv CO CO CO 

o" 






‘c 

C 

CD 






<d w id oo o co 05 
ft#®© ^ CO cm" 

r*- 

cd" 

CO 





O -D 

CO ^ 

© 

© 








: 

CM 









•+* 









c 









© 









E 









a. 









s 









O" 









0 









■o 









c 









IB 









-4-* 









c 









IS 









Q. 









£ 







CO 


0 



03 




CO 


Q. 



03 




£ 


o 



£ ^ 

1 



IT) CO 

o £ 

2 5 £ 

D- ■« CD 

CO 


I*. 

Q. 

*5 

c 



nt 03 

2 % „ 
Q--i -5 
= ■1 S 

i 



^ P < 


o 



-o g < 




O CD =3 
« S CD y C 
03 _ = 23 


ra 

u 



o § = 

S,E § | i 




c to 3 -S c 
?a£SE 

3 ID 3^ O 


c 

o 

o 

0 



— IS ,-i tij E 

1 &!£ i 

1 



CD O LJ_ £ O 


K 



m o il S o 





IV 

CM 




Mkhambathini Municipality 

(Registration number KZN 226) 

Annual Financial Statements for the year ended 30 June 2017 


Notes to the An nual Financial Statements 

Figures in Rand 



5. Intangible assets 


Computer software 


Cost/ 

Valuation 


1,082,624 


2017 

Accumulated Carrying value 
amortisation 
and 

accumulated 

impairment 

(278,722) 803,902 


Cost/ 

Valuation 


808,151 


Reconciliation of intangible assets - 2017 


2016 

Accumulated Carrying value 
amortisation 
and 

accumulated 

impairment 

(109,899) 698,252 


Computer software 

Reconciliation of intangible assets - 2016 


Opening 
balance 

698,252 


Additions Amortisation 

274,472 (168,822) 


Total 

803,902 


Computer softwa re, other 

6. Operating lease asset and liabilities 


Opening 
balance 

48,088 


Additions Amortisation 

687,932 (37,768) 


Total 

698,252 


Current assets 
Current liabilities 


Receivables from exchange transactions 


Payment In Advance 

Other debtors 964,896 

_240,346 190,116 

-- 1,205 ,242 190,116 

8. VAT receivable 


VAT 



9- Consumer debtors 


Gross balances 

Rates 

Refuse 19,615,083 14,323.363 

__ 175,306 
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9* Consumer debtors (continued) 


Net balance 

Rates 

Refuse 


Rates 

Current (0 -30 days) 

30 days 
60 days 
90 days 
120 days 
150 days 
180 days 

Debtors Discounting 

Provision for bad debt 

Land claims error(Debtors Restated) 

Land Claims error(Provision & Debtors Discounting) 


Refuse 

Current (0 -30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 - 365 days 
>180 days 
Debtors Discounting 
Provision for bad debts 


Reconciliation of allowance for impairment 
Balance at beginning of the year 
Contributions to allowance 


Councillors in Arrears 

No councillors were in arrears ith the municipality in 2016/2017 
10. Cash and cash equivalents 
Cash and cash equivalents consist of: 

Cash on hand /Float 

Stend 3 ^ Bank -Account number - 052149978 - Current account 
standard Bank -Account number - 354264338 - Market Link 


Bank statement balances 

Standard Bank Account number 052 1499 78 - Current account 
Standard Bank Account number 354 264 338 - Market link 


11,245,924 

111,434 


11,357,358 


2,352,309 

658,097 

580,561 

530,915 

489,150 

478,635 

14,525,416 

(4,150,251) 

(4,218,908) 


8,059,093 


8,059,093 


2,183,147 

682,593 

542,939 

537,921 

519,751 

471,285 

10,630,815 

(3,281,274) 

(3,335,554) 

(1.245,089) 

352,559 


11,245,924 8,059,093 


37,264 

23,684 

16,374 

13,691 

24,154 

60,139 

(31,674) 

(32,198) 

111,434 


(6,264,270) (4,537,696) 

(2,168.761) (1,726,574) 


(8,433,031) (6,264,270) 


521 

2,261,809 

50,553,493 


521 

1,042,318 

36,217,540 


52,815,823 37,260,379 


2,373,937 

50,553,493 


1,042,318 

36,217,540 
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11. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of; 

Unspent conditional grants and receipts 

47,028 
11,225 
1,051 
1,037,274 
46,537 
1,538,667 
45,961 
442,855 

3^170,598 


IVII^ 1,440,197 

Municipal assistance programme 47,028 

Community development workers grant 11 ^25 

Financial management grant 

Housing grant 444,068 

Lums grant 46 537 

Electrification Grant 2 398 234 

EPWP grant ' y^ggo 

Library grant__ i 0 40 126 


5,435,395 
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11. Unspent conditional grants and receipts (continued) 
Movement during the year 


Municipal systems improvement grant 

Current year receipts 

Conditions met - transfer to revenue 

- 

930,000 

(930,000) 

Conditions still to be met - transfer to liabilities 

■ 

- 

MAP grant 

Opening balance 

47,028 

47,028 

Current year receipts 

- 

- 

Conditions still to be met - transfer to liabilities 

47,028 

47,028 

Community development workers 

Opening balance 

11,225 

11,225 

Current year receipts 

- 

- 

Conditions still to be met - transfer to liabilities 

11,225 

11,225 


Financial management grant 

Opening balance 

Current year receipts 

Conditions met - transfer to revenue 

1,051 

1,825,000 

(1,826,051) 

271,157 

1,800,000 

(2,070,106) 

Conditions still to be met - transfer to liabilities 

- 

1,051 

Housing grant 

Opening balance 

1,037,274 

444,068 

Current year receipts 

(593,206) 

593,206 

Conditions still to be met - transfer to liabilities 

444,068 

1,037,274 


Lums grant 

Opening balance 46,537 46,537 

Current year receipts 

Conditions met - transfer to revenue 


Conditions still to be met - transfer to liabilities 

46,537 

46,537 

Municipal infrastructure grant 

Current year receipts 

Conditions met - transfer to revenue 

13,926,000 

(12,485,803) 

16,851,000 

(16,851,000) 

Conditions still to be met - transfer to liabilities 

1,440,197 

■ 

Soul buddies 

Opening balance 

Current year receipts 

Conditions met - transfer to revenue 

- 

2,375 

(2,375) 

Conditions still to be met - transfer to liabilities 

- 

- 

Electrification 

Opening balance 

Current year receipts 

Conditions met - transfer to revenue 

1,538,667 

10,000,000 

(9,140,433) 

3,232,856 

2,000,000 

(3,694,189) 

Conditions stilt to be met - transfer to liabilities 

2,398,234 

1,538,667 
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11. Unspent conditional grants and receipts (continued) 


Expanded Public Works Programme Grant 

Opening balance 

Current year receipts 

Conditions met - transfer to revenue 

45,961 

1,253,000 

(1,290,981) 

1,058,000 

(1,012,039) 

Conditions still to be met - transfer to liabilities 

7,980 

45,961 

Library Grant 

Opening balance 

Current year receipts 

Conditions met - transfer to revenue 

442,855 

1,265,000 

(667,729) 

1,244,000 

(801,145) 

Contributions still to be met - transfer to liabilities 

1,040,126 

442,855 

LGSETA 

Opening balance 

Conditions met - transfer to revenue 

- 

43,131 

(43,131) 



* 


The nature and extent of government grants recognised in the annual financial statements is an indication of other forms of 
government assistance from which the municipality has directly benefited; 

Unfulfilled conditions and other contingencies attaching to government assistance has been recognised as a current 
liabilities. 

These amounts are invested in a seperate bank account and are supported by cash in the bank. 
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12. Provisions 

Reconciliation of provisions - 2017 


Medical Aid Benefits and Long Service Awards ( Long Term) 
Provision for leave 

Medical aid benefits and long service (Short term) 

Opening 

Balance 

2,816,008 

1,861,846 

66,485 

Additions 

302,340 

80,740 

121,152 

Total 

3,118,348 

1,942,586 

187,637 


4,744,339 

504,232 

5,248,571 

Reconciliation of provisions - 2016 




Medical Aid Benefits and Long Service Awards ( Long Term) 
Provision for leave 

Medical aid benefit and Long service (Short term) 

Opening 

Balance 

2,200,000 

1,621,566 

61,000 

Additions 

616,008 

240,280 

5,485 

Total 

2,816,008 

1,861,846 

66,485 


3,882,566 

861,773 

4,744,339 


The leave provision represents managements best estimate of the municipality's liability under one period based on prior 
experience. r 
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12- Provisions (continued) 


2017 


Post retirement medical benefits 
POST RETIREMENT MEDICAL BENEFITS 


The Council operates a defined medical aid benefit scheme 


Post-retirement medical aid benefits are offered to 
aid contribution after retirement. 

The main assumptions used by the actuary 


for the benefit of its permanent employees. 


all 


employees by subsidising a portion of the 


medical 


are: 


Discount rate per annum 
Health care cost inflation rate 
Net discount rate 
Maximum subsidy inflation rate 
Net discount rate 
Retirement age 
Males 
Females 

Mortality during employment 
Mortality post retirement 
Number of in-service non-member 
Number of in-service members 
Number of pensioners 
No. of Active employees 

Accrued liability at 30 June 

Future - service cost 
Interest cost 

S£'SSn) aym ''®' C '' anSe 


Total annual expense 
Projected accrued liability at 30 June 

Accrued liability at 30 June 
Shortterm portion of accrued liability 

Long term portion of accrued liability 


2® ®J ect 0n the liabilit y of a 1% change i, 
Central assumptions a 


ensuing year 


1 ? E! Se ' n assumed medical inflation 
1 /o decrease in assumed medical inflation 


2017 2016 

(R millions) (r millions) 


10 . 11 % 

8.37% 

1.61% 

5.90% 

3.98% 

65 

65 


9.88% 

8.85% 

0.95% 


65 

65 


*PAon"i°i ,? im f te Morta,i ‘y Ta ble 
PA90-1 Ultimate Mortality Table 

0 

51 
0 
0 


0 

47 

0 

0 


2,104,029 


1,697,483 


,n the assumed rate of medical inflation: 


179,350 

167,646 

0 

59,550 

129,000 

124,000 

0 

159,483 

406,546 

253,000 

2,521,590 

1,950,483 

2,104,029 

1,697,483 

2,104,029 

1,697,493 

Liability 
(R millions) 
2,104 

2.300 

1,835 

Liability 
(R millions) 
1.697 

1.793 

1.561 


34 



Mkhambathini Municipality 

(Registration number KZN 226) 

Annual Financial Statements for the year ended 30 June 2017 



12 . Provisions (continued) 


Long Service Awards and Retirement Gifts 


LONG SERVICE AWARDS AND RETIREMENT GIFTS 

JSS" ^“"I ” 0 !"******* thatmay Ib..exchanged for cash on cerfotn anniw^rte, of commandng 


The main assumptions used by the actuary are: 

Discount rate per annum 

General salary inflation rate (long term) 

Net effective discount rate 
Retirement age 
Males 

Females 

iksstsssss : “ e5 ' 9 ° * mata ™* «*■“ fer *■»* 

Accrued liability at 30 June 

Future - service cost 
Interest cost 

Expected benefits payments 
Actuarial loss/(gain) 

Accrued expense 
Total annual expense 

Projected accrued liability at 30 June ensuing year 

Accrued liability at 30 June 
Short term portion of accrued liability 

Long term portion of accrued liability 


The effect on the liability of a 1% change in the 
Central assumptions 
1% increase in assumed salary inflation 
1% decrease in assumed salary inflation 


assumed rate of salary inflation: 


2017 

(R millions) 
8,64% 
6.46% 
2.05% 

65 

65 

72 

1,201,956 

150,058 

100,747 

-64,161 

-191,626 

21,928 

16,946 

1,236,604 

1,201,956 

-187,637 

1,014,319 

Liability 
(R millions) i 
1,180 
1.275 
1,095 


2016 

1 (R millions) 
8,74% 
7.38% 
1.27% 

65 

65 

79 

1,185,010 

118,000 

93,000 

-61,000 

59,010 

209,010 

1,185,010 

1,185,010 

-66,485 

1,118,525 

Liability 
(R millions) 

1,185 

1,290 

1,092 


13. Payables from exchange transactions 


Trade payables 
Other creditors 
Retention 





8,690,548 3,948.435 


Mkhambathini Municipality 

(Registration number KZN 226) 

Annual Financial Statements for the year ended 30 June 2017 


Notes to the Annual Financial Statements 


Figures in Rand 

2017 

2016 

17. Property rates 



Rates received 

Residential 

3,007,105 

2,695,919 

Commercial 

600,471 

755,369 

State and Education 

1,116,346 

689,479 

Agriculture 

3,000,808 

2,938,573 

Public service infrastructure 

156,495 

375,617 

Sectional Title 

809,509 

763,871 

Other Properties 

1,620,842 

2,053,469 

Industrial 

3,111,929 

2,936,256 

Land Claims Error 

- 

(545,250) 

Less: Income forgone 

(1,462,057) 

(1,382,045) 


11,961,448 

11,281,258 

Valuations 

Residential 

277,921,000 

277,921,000 

Commercial 

67,242,000 

67,242,000 

State and education 

75,023,270 

79,743,520 

Agriculture 

1,538,876,000 

1,534,981,000 

Public sevice infrastructure 

80,254,000 

80,254,000 

Sectional Title 

74,816,000 

74,816,000 

Other Properties 

273,158,990 

268,438,740 

Industrial 

418,270,000 

418,270,000 


2,805,561,260 

2,801,666,260 


Valuations on land and buildings are performed every 5 years. The last general valuation came into effect on 1 July 2015. 
Interim valuations are processed on an annual basis to take into account changes in individual property values due to 
alterations and subdivisions. 

18. Government grants and subsidies 

Operating grants 
Equitable share 
Library - Grant Income 
Financial Management Grant 
Municipal Infrastructure Grant - Income 
Municipal System Improvement Grant 
LGSETA 
EPWP Grant 

66,502,689 72,777,380 


50,183,000 51,341,000 

667,729 801,145 

1,826,051 1,799,065 

12,485,803 16,851,000 

930,000 
49,125 43,131 

1,290,981 1,012,039 
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19. Employee related costs 

Basic 
Bonus 
Medical aid 
UIF 
SDL 

Leave pay provision charge 
Phone Allowance 
Defined contribution plans 

Travel, motor car, accommodation, subsistence and other allowances 
Overtime payments 
Acting allowances 
Housing benefits and allowances 
Bargaining Council Contributions 
Stipend - Ward Committee 


Remuneration of Municipal Manager 

Annual Remuneration 
Travel Allowance 
Other Allowances 
Back Pay 

Cellphone Allowance 


15,351,139 

1,303,929 

1,186,140 

140,963 

204,502 

872,206 

46,220 

2,758,486 

214,000 

1,183,480 

46,085 

199,906 

8,216 


1,081,185 

72,000 


13,783,855 

887,591 

1,097,113 

118,764 

184,800 

722,475 

44,304 

2,357,828 

237,456 

1,174,534 

42,291 

148,805 

6,954 

788,000 



635,482 

51,456 

1,487 



The Municipal Manager was appointed with effect from 15 October 2015 


Remuneration of Chief Finance Officer 


Annual Remuneration 

Travel Allowance 

843,945 

720,755 

Other Allowances 

72,000 

72,000 

Back Pay 

386 

386 

Cellphone Allowance 

8,176 

12,978 


9,600 

934,107 

9,600 

815,719 


Remuneration of Manager of Community Services 


Annual Remuneration 


Travel Allowance 

675,414 

697,955 

Back Pay 

70,000 

84,000 

Leave Pay 

8,176 

12,978 

Other allowances 

129,651 

_ 

Cellphone Allowance 

9,321 

11,186 


The Manager Community Services resigned in April 2017. 



Remuneration of Manager Technical Services 


The Manager Technical Services position has been vacant since February 2015. 
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19. Employee related costs (continued) 

Remuneration of Manager of Corporate Services 

Annual Remuneration 
Car Allowance 
Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 

Other 

Other 


445,622 


281,055 

25,000 

4,661 

12,978 

117,928 


The Corporate Services Manager position has been vacant since 21 November 2015. 

20. Remuneration of councillors 


Mayor 

Deputy Mayor 

Exco Members 

Speaker 

Councillors 

798,762 

561,156 

311,529 

526,536 

2,599,948 

741,004 

592,280 

318,634 

592,280 

2,375,513 


4,797,931 

4,619,711 

21. Administrative expenditure 



Contributions to Medical Aid and long service awards 

423,492 

621,493 

22. Debt impairment 



Debt impairment 

2,168,761 

1,374,015 
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2017 

2016 

23. General expenses 

Materials 

22,820 

28,855 

Advertising 

211,105 

147,775 

Auditors remuneration 

1,089,236 

1,187,514 

Pound Security 

30,000 

60,000 

Face Value - Licence Card Renewals 

429,050 

314,244 

Legal Expenses 

557,828 

463,445 

Consumables 

401,024 

269,717 

Valuation Fees 

229,146 

289,035 

Landfill Site Fees 

247,402 

177,317 

Loss on sale of an asset 

967,915 

161,632 

Rentals 

481,635 

373,615 

Insurance 

134,598 

802,035 

Community development and training 

2,745,907 

4,709,959 

Conferences and seminars 

535,522 

254,123 

Interest Paid 

143,489 

208,555 

IT expenses 

440,334 

366,493 

Levies - Kwa Nologa 

500,000 

500,000 

Magazines and Periodicals 

96,325 

40,877 

Licence Renewal 

16,268 

17,868 

Disaster Management 

249,531 

348,039 

Fuel and oil 

418,921 

377,195 

Postage and courier 

26,491 

30,837 

Printing and stationery 

407,053 

622,679 

Art & Culture 

333,171 

364,915 

Protective clothing 

146,731 

134,481 

Security Charges - Banking 

287,950 

88,149 

Telephone and fax 

456,730 

541,197 

District Shared Services Contribution 

133,718 

192,065 

Training and Development 

554,057 

515,437 

Subsistance and Travelling 

112,051 

89,506 

Electricity 

809,655 

650,519 

Tracker Subscription 

30,352 

25,797 

Building Control 

62,204 

73,941 

Sport and Recreation 

990,277 

1,179,774 

Civic and Hospitality 

177,652 

165,300 

Consultants Fees 

3,168,493 

2,401,461 

Other expenses 

586,970 

1,301,061 


18,231,611 

19,475,412 

24. Auditors' remuneration 

External Audit Fees 

1,089,236 

1,187,514 


25. Operating lease commitments (lessee) 

Operating Lease payment rentals payable by the municipality for certain office photocopying machines.Leases are 
negotiable between three to five years.Lease rentals escalates between 0 to 10 % per annum over the period of lease. 

Operating Lease - as lessee (Expense) 


Minimum Lease Payment Due 

Within 1 year 149,049 108,427 

Between two to five years 102,085 153,604 

251,134 262,031 
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26. Operating lease commitments (lessor) 


68,572 68,572 

274,289 274,289 

68,572 

342,861 411,433 


Present value of minimum lease payment due 

Within 1 year 
Between two to five years 
Greater than five years 


27. Cash generated from operations 


Surplus 

Adjustments for: 

Depreciation and amortisation 
Loss on safe of assets 
Impairment deficit 
Debt impairment 

Movements in operating lease assets and accruals 
Movements in provisions 

Changes in working capital: 

Inventories 

Receivables from exchange transactions 
Consumer debtors 

Payables from exchange transactions 
VAT Payable 
VAT Receivable 

Unspent conditional grants and receipts 


26,753,724 

34,167,898 

6,755,751 

5,600,187 

967,914 

161,632 

512,262 

719,376 

2,168,761 

1,374,015 

(19,678) 

(21,027) 

504,232 

861,773 

(1,015,126) 

685,648 

(5,467,026) 

(2,088,087) 

(1,458,649) 

(4,729,813) 

3,634,664 

4,268,061 

88,761 

1,954,580 

(2,264,797) 

(884,648) 

31,160,793 

42,069,595 
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28. Capital Commitments 



Committed in respect of Capital Expenditure 



Approved and contracted for 

• Road Infrastructure 

• Community Infrastructure 

3,609,233 

1,705,395 

441,091 

2,516,270 

- 5,314.628 2.957.361 

Approved and not yet contracted for 

• Community Infrastructure 

• Road Infrastructure 

17,884,349 

3,200,000 

10,901,826 

4,724,174 

- - 21,084.349 15.626.000 

Total capital commitments 

Approved and Contracted For 

Not yet Contracted for and Approved by Accounting Officer 

5,314,628 

21,084,349 

2,957,361 

15,626,000 


26,398,977 

18,583,361 

Commitments in respect of operating expenditure 



Approved and Contracted for 

• Contracted Services 

• Electrification 

786,233 

1,433,338 

1,352,748 

1,538,667 

- 2,219,571 2.891.415 

Total operational commitments 

Already contracted for but not provided for 

2,219,571 

2,891,415 

Operating lease commitment (lessor) 



Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

- later than five years 

68,572 

274,289 

68,572 

274,289 

68,572 

- --342,861 411,433 
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2017 2016 


29. Contingent Liability 


1. Due to the fact that not all the post on the municipality's 
to measure the cost of the liability reliably. 


organogram were evaluated, it is impractical for the 


municipality 


Litigation Cases: 


» wSaS' ^ “ and a "°< ta ' - This matter Is a tarn planning contravontion lor llegal use. Tha expected 


cost 


are E R2 6 3 ^ COnsultants 00 ' Termination of a feasibility study for a cemetary site. The expected costs 

5. SANRAL - To negotiate the purchase of land from SANRAL for municipal use. The matter is being held in abeyance. 

6. AM Shezi - Rescission of a default judgement. The matter is pending. The expected cost is unknown at this point. 

sfiszsx sKfssr**" 1 ln re9 ” rts “ <,ra,wfo " >**• f »™- 

9. Amber Production* cc - Cleadng of .acant land. The matter la pending. The expected cost is unknown at this point 
Z££2 S'ow MO.*“ “ Mraa " • nd 00ns " lten ' • proieet for the municipality. The 

13. Spar Development - Actions was taken against the developers of Spar to enforce comDliance with varim.c 

.ss^errsM 

1 i 9 Cam Perdown Madrasah - A successful order was obtained to prevent unlawful occuoation of a buildinn 


30. Related parties 


During the year the municipality traded with an employee, Mr. M.S. Shange who provide 
amounting to R9 000 (2016: 36 000) 9 proviae 


his firearm for official duties 


31. Prior period errors 
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31. Prior period errors (continued) 


Statement of financial position 

Payables from exchange transactions 
Property, plant and equipment (PPE) 
Consumer Debtors 

Receivables from exchange transaction 

Other Creditors 

VAT Payable 

VAT Receivables 

Accumulated Surplus 


Correction of Total Restated 
errors 


As previously 
reported 
(6,736,277) 
106,313,919 
8,951,467 
180,715 
333,865 

355,277 

143,932,503 

^53,331,469 


526,797 

446,090 

(892,530) 

9,401 

106,966 

4,268,061 

(266,606) 

(3,948,139) 

250,040 


(6,209,480) 

106,760,009 

8,058,937 

190,116 

440,831 

4,268,061 

88,671 

139,984,364 

253,581,509 


Property plant and equipment - This is as a result of expenditure not capitalised, depredation and loss on sale 
of assets. 


Receivables from exchange transactions - This is a result of other debtors recognised in the comparative 
year. Accumuiated surplus - This is a result mainly for the movement in the property, plant and equipment and 
payables. Payabies from exchange transaction - This is a result of an error in payables raised in previous 
financial years. VAT Receivables - This due to the reversal of revenue recognised for electrification grant as per 
the new treatment recommended by National Treasury where the municipality acts as Agent on electrification 
projects. 


Statement of Financial Perfomance 

Depreciation 
Electrification - Revenue 
General Expense 
Property Rates 
Debt Impairment 
Interest Received 
Electrification - Expenditure 


As previously Correction of 
reported errors 
(5,587,825) 


(2,194,189) 

19,619,161 

11,826,508 

(1,726,574) 

4,117,139 

1,927,583 


(11,502) 

2,194,189 

(143,749) 

(545,250) 

352,559 

(168,704) 

(1,927,583) 


Total 

Restated 

(5,600,187) 

19,475,412 

11,281,258 

(1,374,015) 

3,948,435 


32. Risk management 
Liquidity risk 

The municipality s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

The amount reflected within trade and other payables from exchange transactions are R 6944 820.00 (2016 : R6,209,480) 
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32. Risk management (continued) 
Credit risk 


Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors The 
municipality only deposits art, will, mejo, books tew, high ,polity aed« .tending end linttetpSJJSeny^eier. 

Ilonfnfl h^t b lf S co . mpnse 3 widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no indeDendent ratina 

fartort" | r nrt a vf e ^ Se Vr 6 qua,ity of the customer, taking into account its financial position, past experience and other 
a !f or f.' dividual risk limits are set based on internal or external ratings in accordance with limits set bv the board The 

E5K" " m,ls is ™ nltored - Sates 10 — MtanS. ere settled in S ?£ Jt^eJSEJS 

Credit guarantee insurance is purchased when deemed appropriate. 

Financial assets exposed to credit risk at year end were as follows: 

Financial instrument 

Cash and Cash Equivalent 
Consumer Debtors 

33- Going concern 


2017 

52,815,823 

11,357,358 


2016 

37,260,379 

8,059,093 


haftic n!^!m nan +k ia ! f 1have been P re P ared on the basis of accounting policies applicable to a going concern This 

Lbife Mnfinn!! !£? , wlH b ® a ^ ailable t0 finan ce future operations and that the realisation of assets 9 and S settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

34. Events after the reporting date 

Art® 19^2 No% d 7oS inte ™ s ° f ^ ecfion 21 ° fthe Local Government - Municipal Demarcation 

" 8), J 11un ' ap ® 1 boundaries have been re-determined for Mkhambathini Municipality. Upon there 
Transition!? the f3, ! 0Wjn SI documents must be in place: The Establishment Notice that is Section 12 Notice The 

Transitional Notice setting out what the transfer will entail in terms of pertinent issues that is staff assets etc. and an 
Admimstrator/Transitional Manager appointed to address all issues pertaining to the transfer. These documents/parties will 
mM?i!? dl ? K te features underlying th e transfer such as borders changing, dissolution/incorporation of the 

municipality, staff and assets transferred. These documents will then constitute a binding agreement Section 12 Notices 
have been issued by KZN CoGTA regarding the municipal demarcations in 2016 (Provincial Notice 142 and 143 of 20161 
However Transitional Notices/Circulars have not yet been issued by KZN CoGTA. No^Sing ag“emenShave been ’ 
havA oom^ 6en 5f khanribathini Local Municipality and the other affected municipalities. However, preliminary engagements 
Sfassete? b6tWeen Mkhambath,m Local Municipality and eThekwini Metropolitan Municipality regarding fhe transfJr 


Local Government elections took place on 3 August 2016. A new council was elected and inagurated on 17 August 2016. 

35. Fruitless and wasteful expenditure 


Opening balance 

Add: Fruitless and wasteful expenditure - current year 
Discovered during the Audit 
Less: Amount Condoned 

Closing Balance 


3,158,129 2,966,935 

965,475 191,194 

84,711 


4,208,315 3,158,129 


^ c ° f , R f 53 950 was P aid to SARS arising from the Voluntary Disclosure Relief Programme (VDP) that is administered 
^ ARS. Interest amounting to R2 525 consist of interest on overdue accounts from Telkom and Eskom Salarv naid to thp 
municipality manager's personal assistant (Relief) amounting to R84 711 ^ P d the 
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36. Irregular expenditure 

Opening balance 

Add: Irregular Expenditure - current year 

Less: Amounts condoned 

Discovered during the audit 

Less: Amounts not recoverable (not condoned) 

Amounts not condoned 


3,246,466 3,123,610 

966,000 

953,689 122,856 

5,166,155 3,246,466 


Irregular expenditure consist of the following: 

R966 900.00 relates to contracts awarded to Taxi operators whom were not registered on Central Supplier Database in the 
current financial year 2016/2017 which is in contravention with MFMA Circular 81 Web Based Central Supplier Database, a 
contract expansion above 15% for Aarot Solutions which is also in contravention with with Municipal Supply Chain 
Management Circular 62 amounting to R702 240.00 and an award made to first technology amounting R251 448.66 without 
following tender processes as stated by the SCM regulation.. 

37. Additional disclosure in terms of Municipal Finance Management Act 

Contributions to organised local government 


Amount paid - current year 

500,000 

500,000 

Audit fees 

Amount paid - current year 

1,089,236 

1,187,514 

PAYE and UIF 

Current year subscription / fee 

4,422,602 

4,376,537 

Amount paid - current year 

(4,422,602) 

(4,376,537) 


■ 

- 

Pension and Medical Aid Deductions 

Current year subscription / fee 

5,564,060 

5,200,057 

Amount paid - current year 

(5,564,060) 

(5,200,057) 


- 

- 

VAT Receivable 

VAT receivable 


88,671 

All VAT returns have been submitted by the due date throughout the year. 

38. VAT Payable 

Tax Payable 

633,397 

4,268,061 
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38. VAT Payable (continued) 

VAT output payables and VAT input receivables are shown in the notes 8 & 38. The municipality applied for relief afforded 
by the Voluntary Disclosure Relief Programme (VDP) that is administered by SARS in terms of the Tax Administration Act 
(no. 28 of 2011). The VDP application was due to the understatement of VAT and the period covered included June 2011 to 
June 2015. The impact for the municipality in the 2016/17 financial year included an amount of R4 268 061 that was paid to 
SARS on 30 September 2016. R633 397.00 relates to VAT claimed on electrification projects and will be paid back to 
SARS by municipality through VDP in the new financial year.The municipality was not suppose to claim any VAT on 
eictrification projects because they are acting as agents. 

39. Repairs and maintenance 


359,204 49,376 

25,768 3,000 

247,451 251,243 

1,727,981 453,540 

625,549 103,059 

2,985,953 860,218 


40. Capital Work in Progress 

Community Assets 
Infrastructure Assets 

12,874,502 16,780,907 


9,860,530 13,240,635 
3,013,972 3,540,272 


Building maintenance 
Equipment 
Motor vehicles 
Road maintenance 
Other 
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